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Mr.  Roger  Lapham,  Jr.  President 
City  Planning  Commission 
100  Larkin  Street 
San  Francisco  2,  California 

Dear  Mr.  Lapham: 

We  take  pleasure  in  transmitting  a detailed  report  containing  our  findings, 
recommendations  and  conclusions  in  regard  to  the  current  market  for  land  in 
Redevelopment  Area  "E".  This  report  has  brought  up  to  date  the  findings  of 
our  original  report  submitted  to  you  two  years  ago. 

This  report  would  not  be  possible  without  the  contribution  of  a number  of 
informed  individuals  and  organizations  such  as  the  Chamber  of  Commerce 
of  San  Francisco,  Building  Owners  and  Managers  Association  of  San  Francisco, 
Apartment  House  Industry  of  San  Francisco,  and  Hotel  Employers  Association 
of  San  Francisco;  various  levels  of  government;  and  representative  engineering, 
architectural  and  real  estate  management  firms. 

It  was  satisfying  to  note  how  closely  the  excellent  Skidmore,  Owings  & Merrill 
report  entitled  "The  Golden  Gateway"  paralleled  the  recommendations  of  our 
original  report. 

We  enjoyed  this  assignment  and  wish  to  express  our  gratitude  to  the  staff  of 
the  Department  of  City  Planning  of  the  City  and  County  of  San  Francisco  for 
their  voluntary  and  enthusiastic  cooperation  and  assistance  in  the  assembling 
of  required  data  for  this  report.  We  wish  to  particularly  express  our  apprecia- 
tion to  Paul  Oppermann,  James  R,  McCarthy,  William  Proctor  and  Miss  Marie 
Carlberg.  Our  studies  were  under  the  direction  of  Mr.  Carl  G.  Lans,  AIA. 

While  the  object  of  this  assignment  was  to  bring  our  original  report  up  to  date, 
we  have  nevertheless  attempted  to  prepare  it  in  such  a way  that  it  can  be  read 
and  understood  without  necessary  constant  reference  to  the  original  report. 
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Mr.  Roger  Lapham,  Jr.  -2-  April  29,  1958 


The  results  of  this  report  are  virtually  the  same  as  those  expressed  in  the 
original  report,  and  with  the  passing  of  two  years  the  need  for  the  develop- 
ment of  Area  "E"  appears  to  have  become  still  more  important. 

We  stand  ready  to  elaborate  upon  our  conclusions  or  to  consult  with  the 
Commission,  if  desired. 


Respectfully  submitted, 

WESTERN  REAL  ESTATE  RESEARCH  CORP. 


by  Robert  B.  Filley 
Vice  President 
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I. 


NATURE  OF  ASSIGNMENT 

A market  analysis  of  Redevelopment  Area  "E"  was  made  by  the  Western  Real 
Estate  Research  Corporation  in  May,  1956,  for  the  City  Planning  Commission 
of  the  City  and  County  of  San  Francisco . This  analysis  was  the  result  of  an 
intensive  study  for  the  purpose  of  determining  the  most  economically  productive 
use  of  the  Area  following  its  redevelopment. 


With  the  passage  of  almost  two  years,  the  client  has  requested  that  data  on  cur- 
rent conditions  be  evaluated,  and  the  necessary  field  studies  be  instituted  to 
determine  whether  any  changes  in  our  original  conclusions  are  warranted  because 
of  changes  and  developments  which  have  taken  place  in  the  area  since  the 
original  report  was  submitted. 


1 1 • BASES  OF  DEDUCTION 

A.  Scope  of  Original  Study 

For  the  original  study,  special  surveys  were  conducted  to  compile 
the  following:  a complete  and  detailed  inventory  of  all  land  and 
floor  space  within  the  existing  Financial-Administrative  District; 
a census  of  the  working  population  in  the  District;  current  and  past 
trends  in  occupancy  and  rentals  for  all  multi-tenant  buildings;  the 
attitudes  of  persons  working  downtown  toward  high-rise  apartments 
in  the  project  area;  and  the  supply  of  parking  stalls  in  lots,  garages, 
and  on  the  streets  within  the  Project  Area,  the  Financial-Administra- 
tive District,  and  the  ring  of  blocks  surrounding  these  areas.  From 
these  and  other  data  were  made  evaluations  of  the  economic  feasibil it' 
of  numerous  use  types  as  described  in  the  report  entitled  Market 
Analysis  of  Redevelopment  Area  "E" 

B , Current  Studies 

In  preparing  this  up-dated  report  we  have  taken  into  consideration 
the  general  characteristics  and  conditions  which  were  found  to 
exist  at  the  time  the  original  report  was  prepared,  and  have  brought 
up  to  date  statistical  data  with  respect  to  population,  employment, 
construction,  vacancy  factors  and  conditions  as  they  were  found  to 
exist  as  of  March,  1958,  through  interviews  with  agencies  of 
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government.  Chamber  of  Commerce,  various  research 
organizations,  and  management  firms,  with  the 
cooperation  of  staff  members  of  the  Department  of 
Planning . 


III.  ECONOMIC  BASE  OF  THE  BAY  AREA 

A.  Employment  Characteristics  and  Growth 


A 5.9  percent  overall  increase  in  employment  by  industry 
group  in  the  seven  Bay  Area  counties  since  January,  1956 
{notwithstanding  the  fact  that  agriculture  had  declined 
9.3  percent)  is  shown  in  Table  1 on  page  3 of  this  report. 
The  latest  data  available  were  as  of  January,  1958. 

This  indicates  a continued  increase  in  employment  by 
industry  group  of  approximately  three  percent  per  year 
since  January,  1956.  During  the  earlier  period 

studied from  April,  1950  to  January,  1956  the 

annual  employment  increase  by  industry  w ? was  at  the 
rate  of  3.5  percent  per  annum,  showing  a continued, 
steady  growth,  at  approximately  the  same  rate  as  that 
revealed  in  the  original  report.  A preliminary  report  for 
February  shows  a decline  in  employment  during  that 
month.  A considerable  portion  of  this  decline  was 
attributable  to  unusually  severe  weather  during  that 
month  and  to  national  trends,  but  a reversal  is  expected 
by  fal  I . 
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Table  2 reveals  certain  items  on  employment  trends  in  San 
Francisco  County  of  special  significance  to  the  area  under 
study.  While  the  population  in  San  Francisco  County  grew 
an  estimated  one  percent  during  the  period  from  July,  1950 
to  July,  1957,  the  total  employment  in  the  same  area 
increased  7.6  percent,  as  reported  by  the  California  State 
Department  of  Employment.  An  even  greater  increase  --- 
22.9  percent  was  reported  for  employment  in  the  financial, 
insurance  and  real  estate  industry  group.  This  category 
being  that  which,  more  than  any  other,  concerns  the  market 
for  expansion  of  the  Financial-Administrative  District  into 
Redevelopment  Area  "E". 

The  table  also  clearly  indicates  that  as  industrial  growth 
takes  place  in  the  Bay  Area,  outside  of  San  Francisco, 
financial,  industrial  and  real  estate  employment  grows 
proportionately  in  the  central  city.  The  decrease  of  12.2 
percent  in  construction  employment  is,  of  course, 
attributable  to  the  decline  in  home  building  and  the  fact 
that  the  city  was  running  out  of  buildable  land.  It  is 
believed  this  trend  will  be  arrested  or  perhaps  reversed, 
as  the  currently  proposed  construction  of  new  downtown 
buildings  get  underway. 

San  Francisco's  population  increased  about  four  percent 
from  1950  to  1954,  as  seen  in  Table  2.  However,  between 
1954  and  1957,  a three-point  decline  occurred,  so  that  In 
1957  the  city's  population  was  only  about  one  percent 
higher  than  in  1950.  These  population  trends,  particularly 
when  coupled  with  the  appreciable  increases  in  employ- 
ment, point  out  the  inadequacy  of  available  living  accom- 
modations and  a need  for  an  increase  in  the  inventory  of 
dwelling  units  in  San  Francisco, 
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B. 

Location  of  Employment  Growth 

Table  3,  Employment  Growth  by  County  in  the  Seven  County  - San 
Francisco  Bay  Area*  shows  a continued  growth  since  April,  1955,  to 
September,  1957,  with  Santa  Clara  at  55.0  percent  in  the  lead, 
representing  over  one-third  of  the  growth  of  the  entire  seven-county  p6*® 
area.  The  September,  1957  figures,  provided  by  the  California  Vj® 

State  Department  of  Employment  were  the  latest  figures  available. 

These  have  not  yet  been  published  and  they  must  be  qualified  by  the 
fact  that  they  strongly  reflect  the  seasonal  upsurge  of  employment 
during  the  beginning  of  the  fourth  quarter.  However,  since  they 
include  only  insured  employees,  and  exclude  agricultural,  govern-  /r- 

ment,  railroad,  domestic,  non-profit  institutional  and  self-employed, 
they  nevertheless  indicate  a continuous  growth.  V ISO 

Employment  trends  in  the  key  "basic  industry"  — manufacturing 
in  the  seven  counties  is  shown  in  Table  4.  The  April,  1957,  figures 
as  compared  with  April,  1955,  show  a steady  growth  in  all  counties 
except  Solano,  which,  howeve.  shows  an  increase  in  September, 

1957.  Again,  these  September  figures  reflect  a seasonal  increase. 

\m 

While  this  report  is  concerned  with  long-term  influences,  the  X'~- 

current  picture  must  also  be  considered,  especially  what  effect 
the  current  economic  resession  may  have  on  the  normal  annual 
employment  growth  and  office  space  absorption. 

Consultations  with  pertinent  officials  of  the  San  Francisco  office  /*.! 

of  the  California  State  Department  of  Employment  indicated  that  V Hi 

there  was  a steady  growth  of  employment  during  the  three-year 
period  from  the  latter  part  of  1954  to  October,  1957,  after  which 
a marked  downward  trend  took  place,  as  revealed  by  the  unemploy- 
ment rolls.  This  trend  was  attributable  to; 

a)  Sharp  defense  cutbacks,  and  /"g 

b)  Detrioration  of  construction  demand  during  1957,  \iil 

*Alameda,  Contra  Costa,  Marin,  San  Francisco,  San  Mateo,  Santa  Clara,  and 
Solano  Counties. 
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TABLE  3 EMPLOYMENT*  GROWTH  BY  COUNTY  IN  SEVEN  COUNTY  SAN  FRANCISCO  BAY  AREA 
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TABLE  4 MANUFACTURING  EMPLOYMENT  GROWTH  BY  COUNTY  IN  SEVEN  COUNTY 

SAN  FRANCISCO  AREA 
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SOURCE:  California  Department  of  Employment. 


TABLE  5 NUMBER  OF  RESIDENTIAL  DWELLING  UNITS  AUTHORIZED  BY  BUILDING  PERMITS 

SEVEN  COUNTY  SAN  FRANCISCO  BAY  AREA NOVEMBER  1949  -DECEMBER  1957 
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TABLE  5 NUMBER  OF  RESIDENTIAL  DWELLING  UNITS  AUTHORIZED  BY  BUILDING  PERMITS 
(Con't)  SEVEN  COUNTY  SAN  FRANCISCO  BAY  AREA  — NOVEMBER  1949  - DECEMBER  1957 
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SOURCEs  Bureau  of  Labor  Statistics  Worksheets  of  Building  Permits 

Bureau  of  Labor  Statistics  San  Francisco  Office,  630  Sansome  Street 
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TABLE  6 


particularly  industrial . The  impact  of  this  decline 
affected  other  industries. 

While  construction  is  unpredictable,  one  good  sign  is  the  acceler- 
ation of  applications  for  building  permits.  The  picture  for  January 
looks  better  than  last  year.  However,  February  showed  a sharp 
decline  in  the  number  of  building  permits.  This  is  partly  due  to  un- 
usually severe  weather  and  because  builders  are  holding  back  pending 
new  housing  legislation.  The  latest  figures  on  building  construction 
authorized  in  1956  and  1957  are  shown  on  pages  9 and  10  in  Table  5. 

Unemployment  volume  was  rising.  The  January  figures  for  the  seven 
county  Bay  Area  for  January,  1958,  reached  82,600  from  52,300 
in  January,  1957,  and  53,100  in  January,  1956.  However,  this  was 
still  below  the  109,500  recorded  in  January,  1950,  on  a smaller 
population  and  labor  force. 

Table  6 below  shows  the  number  of  unemployed,  the  total  labor 
force,  and  the  ratio  of  unemployed  total  labor  force  in  seven-county 
Bay  Area  for  January,  1950,  1955,  and  1958.  This  reveals  that 
percentage-wise,  in  relation  to  the  total  labor  force,  the  increase 
in  unemployment  between  January,  1955,  and  January,  1958,  is  not 
as  great  as  may  be  generally  surmized,  since  this  ratio  is  5.7  percent 
for  January,  1955,  and  6 .3  percent  for  January,  1958. 

RATIO:  UNEMPLOYED  TO  TOTAL  LABOR  FORCE  SEVEN  COUNTY 
SAN  FRANCISCO  BAY  AREA 


Jan.  1958 

Jan.  1955 

Jan.  1950 

Labor  Force  - 6 Counties 

1,128,600 

1,057,200 

982, 800 

Labor  Force  - Santa  Clara 

181,200 

141,800 

115,900 

Total  - 7 Counties 

1,309,800 

1,199,000 

1,098,700 

Unemployed  - 6 Counties 

66,400 

51,300 

91,800 

Unemployed  - Santa  Clara 

16,200 

13,000 

17,700 

Total  - 7 Counties 

82,600 

64,300 

109,500 

Ratio  - Unemployed:  Labor  Force 

- 6 Counties 

5.9% 

4.8% 

9.3% 

- Santa  Clara 

8.9% 

9.2% 

15.3% 

Total  - 7 Counties 

6.3% 

5.7% 

10.0% 

SOURCE:  California  State  Department  of  Employment 
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C . Distribution  of  Employment 


While  total  employment  in  San  Francisco,  as  of  September,  1957, 
represents  39.3  percent  of  the  total  "covered"  employment  in  the 
seven-county  Bay  Area,  as  compared  with  42.5  percent  in  April, 
1955,  there  is  an  actual  increase  in  number  of  employed  of  23,868 
or  7.5  percent.  The  reduction  In  the  proportion  of  the  metropolitan 
total  is  attributable  primarily  to  the  phenomenal  growth  of  popu- 
lation and  industry  in  Santa  Clara  County. 


D.  Population  Distribution  and  Growth 


The  population  for  the  seven  counties  in  April,  1950,  was  2,531,314, 
according  to  the  1950  Census  and  3,158,200  in  July,  1957,  accord- 
ing to  the  California  Department  of  Employment,  for  an  increase  of 
626,886  of  which  Santa  Clara  County  accounted  for  232, 100,  or  37 
percent  of  the  growth . 


Table  7 on  page  13  shows  actual  population  figures  for  seven  Bay 
Area  counties  for  1930,  1940  and  1950;  and  forecast  estimates 
for  1960  and  1970,  according  to  the  Parsons,  Brinckerhoff,  Hall  and 
Macdonald  report  to  the  San  Francisco  Bay  Area  Rapid  Transit  Com- 
mission . 


According  to  these  forecasts,  the  seven-county  population  would 
increase  at  the  rate  of  100,000  a year.  The  current  estimated 
increase  since  1950  has  been  approximately  90,000  a year. 

For  San  Francisco,  the  estimated  population  increase  for  1950  to 
1960  is  55,000  which  is  an  average  of  5,500,  or  under  one  percent 
per  year  (see  Table  2).  The  population  increase  for  the  entire 
interval  of  time  since  1950  has  totaled  only  about  one  percent,  as 
pointed  out  previously.  The  low  rate  of  population  increase  for 
San  Francisco  County  is  obviously  a reflection  of  the  lack  of  build- 
able  land  for  development  and  does  not  allow  for  redevelopment. 
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TABLE  7 


PAST  AND  FUTURE  TRENDS  IN  POPULATION  GROWTH 
IN  SEVEN  COUNTY  SAN  FRANCISCO  BAY  AREA 


POPULATION 


ACTUAL 


ESTIMATED* 


Area 

1930 

1940 

1950 

1960 

1970 

Total 

7 Counties 

1,492,890 

1,636,753 

2,531,314 

3,458,000 

4,449,000 

:.n  ”r  ncisco 

634,394 

634,536 

775,357 

830,000 

900,000 

Total  Other 

858,496 

1 002,217 

1,755,957 

2,628,000 

3,549,000 

Alameda 

474,883 

513,011 

740,315 

967,000 

1,233,000 

Contra  Costa 

78,608 

100,450 

298,984 

450,000 

659,000 

Marin 

41,648 

52,907 

85,619 

138,000 

201,000 

San  Mateo 

77,405 

111  782 

235,659 

418,000 

515,000 

Santa  Clara 

145,118 

174,949 

290,547 

501,000 

726,000 

Solano 

40,834 

49,118 

104,833 

154,000 

215,000 

Sources;  U„S0  Census  of  Population  1930*1950 

*Regiona!  Rapid  Transit,  Parsons,  Brinckerhoff,  HhlS  and  Macdonald,  I960  and  / 
1970  High  Population  Projections . 
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E.  Conclusion 

From  the  foregoing  approaches,,  there  is  no  reason  to  alter  our 
original  general  conclusion  repeated  below; 

"Because  of  the  vigor  and  balance  in  the  economic  base,  the 
potential  expansion  and  continuing  growth  of  the  West,  the 
development  possibilities  of  the  Pacific  Basis  ; and  the  stability 
of  its  major  employment  components,  a conclusion  favorable  to 
the  soundness  and  continued  growth  of  the  Bay  Area  seems 
justified . 

While  the  bulk  of  this  growth  will  go  info  the  outlying  counties 
by  reason  of  shortage  of  land  in  the  central  city,  there  is  no 
reason  to  believe  that  such  wel  I -situated  property  as  is  available 
for  development  or  redevelopment  will  not  have  a substantial 
market" . 


IV.  THE  BOUNDARIES  OF  REDEVELOPMENT  AREA  "E" 


This  report  fakes  into  consideration  the  revision  in  the  boundaries  of 
Redevelopment  Area  "E",  according  to  the  map  on  the  following  page 
prepared  by  the  San  Francisco  Department  of  City  Planning.  The  first 
phase  of  the  program  eliminates  the  following  blocks: 

Blocks  206,  207,  228  and  229  west  of  Battery  Street; 

Blocks  166  and  173  between  Battery  and  Front  Streets; 

Block  3715  south  of  Mission  Street; 

South  part  of  Block  3714  north  of  Mission  Street; 

Blocks  202  and  203  are  for  ramp  approaches. 
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The  revised  map  indicates  the  boundaries  of  the  complete  Redevelopment  Area 
"E",  as  well  as  the  boundaries  showing  the  portions  which  have  been  omitted 
from  the  first  phase  of  development. 

It  is  understood  that  this  change  is  only  temporary , and  that  in  the  very  near 
future  the  balance  of  the  area  as  originally  defined  will  be  redeveloped. 

The  construction  program  of  new  office  buildings  in  the  triangle  bounded  by 
Sansome,  Sacramento  and  Market  Streets/  is  creating  a favorable  influence 
by  establishing  a trend  of  development  toward  Redevelopment  Area  "E" 
toward  its  southern  boundary.  When  the  second  phase  of  development  occurs, 
whereby  the  connecting  blocks  between  Area  "E"  and  Montgomery  Street 
become  developed  under  the  program,  if  will  integrate  the  redevelopment 
area  with  the  existing  financial  district  and  accelerate  the  demand  for  new 
office  space  and  apartments  in  the  Golden  Gateway  Project. 


V.  MARKETABILITY  OF  LAND  FOR  NEW  USES 

A.  Marketability  of  Land  for  Office  Use 


In  our  report  of  1956,  it  was  stated  that  the  market  for  office 
space,  in  Redevelopment  Area  "E",  can  be  divided  info  three 
general  categories  as  follows: 

1 . General  purpose  multi-occupancy  office  buildings 
for  professional  and  administrative  offices. 

2.  Financial  space. 

3.  Single  purpose  administrative  and  sales  buildings. 

Also,  in  our  original  study  on  page  26,  we  state: . .it  would 
appear  that  the  market  could  immediately  absorb  between 
200,000  and  300,000  square  feet  of  Class  "A"  space,  and 
still  maintain  current  rentals  and  occupancy  levels  in  the 
regional  Financial -Administrative  Area  of  better  than  95 
percent" . 
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1 . Absorption  of  Office  Space  — — 1956  - 1957 

During  the  two-year  period  1956-1957  a net  total  of 
office  space  in  the  amount  of  438,000  square  feet  be- 
came occupied  in  six  major  buildings  shown  in  Table  8, 
page  18  These  buildings  were  mostly  single  occupancy, 
the  occupants  of  which  vacated  a reported  67,000 
square  feet  of  space  when  moving  to  their  new  quarters. 
Furthermore,  the  vacancy  factor  dropped  from  4,39  per- 
cent to  2,82  percent  on  the  13,744,309  square  feet  of 
office  space  reported  by  Building  Owners  and  Managers 
Association  of  San  Francisco  representing  a decrease  in 
vacancy  of  1.57  percent  or  a total  of  approximately 
216,000  square  feet.  See  Table  9,  page  19,  By  adding 
the  foregoing  figures,  it  will  be  found  that  a total  of 
approximately  654,000  square  feet  of  office  space  was 
absorbed  in  two  years,  or  at  the  rate  of  about  327,000 
square  feet  per  year.  Though  on  the  conservative  side, 
our  earlier  estimate  was  borne  out  by  events. 


After  this  absorption  had  taken  place,  there  still 
existed  considerable  need  of  expansion  of  existing 
office  space  held  by  tenants  in  the  Financial- 
Administrative  District. 

It  was  not  possible  to  ascertain  exactly  how  much 
added  office  space  had  been  created  by  conversion 
from  loft  space  nor  the  amount  of  space  that  had  been 
eliminated  by  deconversion  of  this  type  of  space  back 
to  loft  space.  A considerable  amount  of  such  space 
was  created  under  the  influence  of  the  war  and  postwar 
conditions.  However,  there  is  every  indication  that 
conversions  from  loft  to  office  space  have  been  reduced 
to  a minimum  and  that  any  such  conversions  which  do 
take  place  will  not  have  any  significant  effect  on  the 
Golden  Gateway  Project. 
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DOWNTOWN  SAN  FRANCISCO 
(Area  in  square  feet) 


Western  Heal  Estate  Research  Corporation 


Estimated, 


j 

] 

] 

] 

] 

3 

3 

3 

1 

:\ 

3 


TABLE  9 VACANCY  PERCENTAGES  IN  OFFICE  BUILDING  SPACE  — 1950-1957 
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2.  Current  Vacancy  Trend 


Vacancy  factors  as  of  October  1,  1957,  as  reported  by 
the  Building  Owners  and  Managers  Association  of  San 
Francisco,  for  financial  buildings  in  three  size  groups 
are  shown  in  Table  10  below.  It  will  be  noted  that  one 
small  building  containing  some  30,000  square  feet  of 
office  space  had  been  completed  shortly  before  the  date 
of  that  report,  and  consequently,  reflects  a high  vacancy 
factor  for  that  category . 


TABLE  10  FINANCIAL  OFFICE  BUILDING  VACANCY  BY  SIZE  GROUP 

OCTOBER  1,  1957 


Number  of 
Buildings 

Total 

Rentable 

Area 

Square 

Feet 

Vacant 

Percent 

Vacant 

Large 

19 

3,105,631 

79,103 

2.54% 

Medium 

17 

986,504 

55,781 

5.65% 

Small 

13 

283,985 

37,879 

13.34% 

TOTAL 

49 

4,376,120 

172,763 

3.95% 

*One  small  size  financial  building  containing  approximately  30,000 
square  feet  of  office  space  recently  completed  and  still  tenanting 
causes  the  high  vacancy  factor  in  this  category. 

SOURCE:  Building  Owners  and  Managers  Association  of  San  Francisco. 


Interviews  with  building  managers  of  several 
large  Class  "A"  buildings  in  the  financial 
district  revealed  that  virtually  no  vacancies 
exist  in  this  type  of  building. 
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However,  certain  changes  in  backlog  of  demand  have 
taken  place  during  the  past  several  months,  according 
to  these  sources.  Tenants  who  had  previously  expressed 
a desire  to  expand  their  present  facilities  have  taken  a 
wa  -and-see  attitude,  and  the  number  of  seekers  of  of- 
fice space  has  dwindled  considerably. 

This  attitude  on  the  part  of  tenants  and  prospective 
tenants  is  in  all  likelihood  more  attributable  to  an 
increased  feeling  of  caution  than  to  actual  decline  in 
business,  as  revealed  by  the  crowded  conditions  which 
were  found  to  exist  in  several  of  the  offices  visited.  We, 
therefore,  feel  that  this  is  a transition  situation,  the 
duration  of  which  is  contingent  upon  the  duration  of  the 
present  dip  in  the  general  economy. 


Of  five  large  metropolitan  areas,  San  Francisco  has 
historically  been  second  only  to  New  York  in  low 
vacancy  rates  of  office  space,  as  shown  in  Table  9. 
The  one  exception  is  November,  1955,  at  which  time 
the  Equitable  Building  had  just  been  completed  and 
was  being  tenanted. 

3 . Current  Construction  Program  — 1958-1959 


Six  major  office  buildings  are  now  under  construction 
or  definitely  ready  to  go  ahead.  These  represent  a 
total  of  1,400,000  square  feet  of  office  space.  Approxi- 
mately 110,000  square  feet  of  office  space  was  demolished 
to  make  way  for  the  new  buildings.  However,  a sub- 
stantial amount  of  this  space  was  of  very  poor  quality. 

We  have,  therefore,  discounted  half  of  this,  leaving  a 
net  added  inventory  of  1,345,000  square  feet  of  office 
space  which  will  become  available  for  occupancy  within 
approximately  two  years  (see  Table  11  on  page  22).  It 
will  be  noted  that  all  of  these  six  buildings  will  be  either 
wholly  or  mostly-tenanted  by  owner  occupants. 
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These  sources  have  reported  that  they  will  occupy  a 
total  of  approximately  897,000  square  feet,  and  that 
they  will  vacate  about  166,000  square  feet  in  the 
downtown  area.  Hence,  these  owner  occupants  wili 
absorb  about  731,000  square  feet  of  space,  leaving  a 
surplus  of  some  614,000  square  feet  of  office  space 
available  for  open  tenancy.  If  these  buildings  are 
completed  by  the  beginning  of  1960  as  scheduled,  and 
allowing  another  year  for  initial  tenanting,  it  follows 
that  approximately  205,000  square  feet  of  office  space 
per  year  would  have  to  be  absorbed  during  the  next 
three  years  through  1960  by  tenants  other  than  owner 
tenants. 

From  population  growth  experience  as  well  as  forecasts 
and  other  pertinent  factors  related  in  this  report,  we 
feel  that  this  can  be  accomplished  and  still  keep  within 
acceptable  vacancy  factor  of  5 percent. 

4.  New  Office  Building  Construction  Beyond  1960 


Several  new  office  buildings  have  been  proposed,  the 
starting  dates  of  which  are  indefinite,  and  some  of 
which  may  not  materialize.  These  are  shown  on  Table 
12  shown  on  page  24 . Since  the  status  of  these  build- 
ings is  so  uncertain,  and  since  they  are  still  very  pre- 
liminary planning  stages,  it  can  only  be  estimated  when 
these  might  become  available  for  occupancy.  If  con- 
struction of  these  is  started  late  in  1960,  a substantial 
portion  of  office  space  from  these  can  be  assumed  to  be 
placed  on  the  market  by  late  1961  or  the  beginning  of 
1962.  With  an  assumed  tenanting  period  of  one  year, 
this  proposed  space  would  have  to  be  absorbed  by  the 
end  of  1963o  This  takes  us  three  years  beyond  the  time 
that  it  is  expected  that  the  office  buildings  now  under 
construction  will  be  tenanted  (see  Table  11). 
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These  proposed  .Id  js  represent  a total  net  area  of 
office  space  of  approximately  750,000  square  feet. 

A.,  50.  000  square  feet  of  office  space  wili  be  de- 

molished to  make  way  for  these  buildings,  leaving  a net 
of  700,000  square  feet  which  would  have  to  be  absorbed 
during  the  three  year  period  from  1961  through  1963  or 
at  the  rate  of  some  230,000  square  feet  per  year.  This  is 
well  within  the  absorption  rate  which  has  been  experienced, 
and  which  is  expected  to  continue  for  several  years,  as 
evidenced  by  population  projections  and  anticipated  gen- 
eral expansion  of  I.  dusfry  and  other  activities  in  the  San 
Francisco  Bay  Area. 

5.  Proposed  City,  State  and  Federal  Office  Buildings 

Four  government  buildings  are  under  construction  or 
proposed  for  the  general  Civic  Center  area  as  shown  on 
Table  13  on  page  26.  These  have  been  included  in  the 
study  since  they  affect  the  downtown  office  space  in- 
ventory to  the  extent  to  which  downtown  space  will 
become  vacated  by  agencies  of  government  when  these 
new  buildings  are  completed. 

The  Hall  of  Justice  and  the  State  Office  Building  are 
now  under  construction  and  are  expected  to  be  com- 
ple  ed  / late  1958.  The  city  is  now  renting  about 

29.000  square  feet  of  office  space  and  the  state  about 

150.000  square  feet,  most  of  which  is  essentially  loft 
space  and  is  not  expected  to  compete  materially  with 
the  type  of  office  space  which  is  now  being  developed 
in  downtown  San  Francisco.  The  State  Compensation 
Insurance  Agency  now  occupies  a building  at  450 
McAllister  which,  it  is  reported,  will  be  sold  upon  the 
completion  of  their  new  building  in  late  1960  or  early 
1961  . While  this  space  may  be  competition  for  the 
downtown  buildings  now  under  construction,  it  is  not 
considered  sufficient  to  show  a marked  influence. 
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TABLE  13  SUMMARY  OF  PROPOSED  CITY,  STATE  AND  FEDERAL  OFFICE  BUILDINGS 

(Area  in  square  feet) 
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The  proposed  Federal  Buildirxj  appears  to  be  quite 
far  into  the  future.  However,  since  the  site  is 
available,  it  is  conceivable  that  it  could  be  com- 
pleted during  the  time  new  buildings  in  the  redevel- 
opment area  become  available  for  occupancy. 

The  federal  government  now  occupies  almost  a half 
million  square  feet  of  space  in  San  Francisco  of  which 
166,000  square  feet  has  been  classified  as  office 
space,  though  none  of  this  can  be  considered  Class  "A". 


6.  Oakland  Office  Space  and  its  Possible  Influence  on 
San  Francisco 


"Skycraper  Management"  Magazine  for  November, 
1957,  reported  876,968  square  feet  of  rentable  office 
space  in  Oakland  as  of  October,  1957,  with  a vacancy 
of  7.27  percent. 


There  are  two  large  office  buildings  now  under  con- 
struction — the  First  Western  Bank  Building  with 
175,000  square  feet  to  be  rented  out  and  the  Kaiser 
Building  containing  560,000  square  feet  which  will 
gradually  become  occupied  by  the  Kaiser  Organization 
and  will  leave  scattered  office  space  throughout  the 
city  vacated  over  an  extended  period  of  time,  possibly 
five  years.  This  adds  up  to  735,000  square  feet, 
representing  84  percent  increase  in  reported  office 
space,  and  an  increase  in  downtown  Class  "A"  office 
space  from  492,000  square  feet  or  almost  150  percent. 


The  type  of  space  to  be  vacated  by  the  now  scattered 
offices  of  the  Kaiser  Organization  has  not  attracted 
firms  to  move  from  San  Francisco  in  the  past  and  can, 
therefore,  be  reasonably  discounted 

With  regard  to  the  possible  attraction  created  by  the 
new  space  to  be  made  available  in  the  First  Western 
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Bank  Building,  this  is  indeed  a possibility,  and  would 
be  particularly  threatening  insofar  as  competition  is 
concerned  if  the  present  scarcity  of  Class  "A"  office 
space  in  San  Francisco  were  to  continue.  However, 
since  a great  deal  of  conveniently-located  office  space 
of  this  type  will  be  placed  on  the  San  Francisco  market, 
there  would  be  little  or  no  reason  for  those  offices,  now 
established  in  San  Francisco  to  move  to  Oakland. 

There  would  be  some  possibility  of  movement  from  out- 
side the  Bay  Area  to  Oakland  rather  than  San  Fran- 
cisco. However,  it  is  not  anticipated  that  this  will 
take  place  to  any  great  extent  because  the  two  cities, 
while  being  in  relatively  close  proximity  to  each  other, 
are  quite  unrelated  in  so  many  respects,  that  prospective 
tenants  should  continue  to  seek  space  in  one  or  the  other, 
depending  upon  the  nature  of  their  business,  as  they  have 
done  in  the  past. 


It  is  more  likely  that  firms  now  located  in  less  desirable 
space  in  the  East  Bay  Area,  will  be  attracted  to  the 
new  Class  "A"  office  space  to  become  available  in  the 
First  Western  Building  and  in  the  present  Kaiser  Building 
when  their  new  one  is  completed. 


7 o Office  Rentals  in  San  Francisco 


Rentals  in  the  Class  ‘'A"  buildings  in  the  financial  dis- 
trict of  San  Francisco  have  increased  about  two  cents 
per  square  foot  per  month  each  year  during  the  post- 
Korean  war  period  and  now  range  between  40  cents  and 
50  cents.  A continuous  increase  at  the  same  rate  is  an- 
ticipated for  an  indefinite  period  in  the  future  because 
of  higher  costs  for  new  construction  and  continuing  in- 
creases in  maintenance  costs. 

8 . Impact  of  Future  Growth 

With  the  necessity  of  projecting  demand  as  of  a date 
considerably  in  the  future,  if  is  pertinent  to  examine 
whether  or  not  future  growth  may  be  anticipated  to 
support  the  market. 
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The  estimated  1957  population  of  San  Francisco,  San 
Mateo,  Santa  Clara,  and  Alameda  Counties  was 

2.419.000  and  the  amount  of  rentable  office  space  in 
San  Francisco,  Oakland  and  San  Jose,  as  reported  in 
"Skyscraper  Management"  Magazine  for  November, 

1957,  was  14,653,000,  or  6.1  square  feet  of  office 
space  per  capita . 

The  1970  population  forecast  for  these  four  counties 
is  3,374,000  er  an  increase  of  955,000=  If  we  apply 
this  same  factor  of  6.1  square  feet  per  capita  to  this 
increase,  it  would  follow  that  approximately  5,825,500 
square  feet  of  office  space  should  be  added  to  these 
counties  during  the  13  year  period  from  1957  to  1970,  or 
approximately  450,000  square  feet  per  year.  Since  San 
Francisco  office  space  represents  about  94  percent  of  the 
total  in  the  three  cities,  it  would  be  safe  to  assume  that 
San  Francisco  could  absorb,  conservatively  75  percent 
of  this  total  or  about  338,000  square  feet  per  year.  Then 
if  we  allocate  75  percent  of  this  total  to  Redevelopment 
Area  "E"  we  reach  approximately  the  same  figure  of 

250.000  square  feet  per  year  for  Golden  Gateway,  or 
a total  of  approximately  1,250,000  square  feet  over  a 
period  of  five  years  commencing  in  1963  = 


9.  Projected  Time  Schedule  for  Redevelopment  Area  "E" 


With  known  or  projected  future  additions  to  the  supply 
established  above,  it  now  becomes  necessary  to  com- 
pute the  time  when  the  developments  in  Area  "E"  will 
come  on  the  market . 


It  is  estimated  that  Redevelopment  Area  "E",  at  least  in 
part,  may  become  available  for  purchase  and  develop- 
ment by  mid-1961 . Construction  of  the  first  office 
building  could  conceivably  start  at  the  end  of  1961  or 
the  beginning  of  1962  = 
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By  allowing  18  months  for  construction,  the  first 
building  should  be  ready  to  receive  tenants  dur- 
ing the  summer  of  1963.  By  this  time,  it  is 
estimated  that  the  new  space  now  under  construct- 
ion  and  proposed  in  downtown  San  Francisco  should 
have  been  absorbed  within  a reasonable  vacancy 
factor,  precluding  the  possibility  of  a serious  and 
extended  period  of  economic  distress  . 

10.  Recommended  Rate  of  Office  Space  Construction 
in  Redevelopment  Area  "E" 

Based  upon  the  foregoing  observations  the  rate  of 
demand  for  office  space  in  the  regional  financial 
district  of  250,000  square  feet  per  year,  and  as 
stated  in  our  original  analysis,  was  proved  to  be 
correct.  There  is  reason  to  believe  that  this  rate 
of  demand  will  continue.  This  prediction  is  further 
supported  by  the  population  forecasts  for  1960  and 
1970  shown  in  Table  7. 

With  the  annual  absorption  rate  established  at  250,000 
to  300,000  square  feet,  with  the  presently  projected 
space  in  new  buildings  likely  of  tenanting  before  Area 
"E"  Redevelopment,  with  no  serious  competition  from 
East  Bay  development,  and  with  anticipated  popu- 
lation growth  resulting  in  demand  for  1,250,000 
square  feet  in  Area  "E",  it  is  possible  to  reach  con- 
clusions on  the  future  market  in  that  area. 

It  is  our  opinion  based  upon  the  above  studies  that 
a total  of  1,250,000  square  feet  of  office  space 
can  be  developed  over  a period  of  five  years,  com- 
mencing tenanting  not  earlier  than  the  middle  of 
1963,  and  so  timed  that  no  more  than  250,000 
square  feet  of  space  be  placed  on  the  market  during 
any  one  year,  unless  prior  demand  for  large  space 
requirements  are  made  by  institutions  or  other  large 
organizations. 
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B.  Marketability  of  Land  for  Hotel-Motel  Use 


There  have  been  no  new  high-rise  hotels  built  in  San  Francisco 
since  our  previous  report  However,  since  1951  building  per- 
mits have  been  issued  for  48  morels  representing  approximately 
1,200  rooms . A number  of  these  have  been  built  and  are  en- 
joying high  occupancy  and  rents  comparable  to  some  of  the 
better  hotels. 


Ouroriginal  report  suggested  the  need  for  a large  hotel  com- 
plex with  large  convention  facilities,  and  mentioned  such  a 
complex  as  a possible  alternate  for  Area  "E".  However,  since 
the  Hilton  Hotel  seems  likely  to  go  ahead  and  in  view  of  the 
construction  of  convention  hall  facilities  at  Civic  Center  as 
well  as  the  other  proposed  hotels  mentioned  below,  we  would 
eliminate  recommendation  for  such  an  establishment  for  the 
Golden  Gateway. 

Several  large  high-rise  hotels  are  now  in  the  drawing  board 
stage.  These  are: 


Hilton:  Mason,  Taylor,  O'Farrell,  Ellis 
Jack  Tar  West:  Geary,  Franklin,  Post 
University  Club:  Powell,  California 
Nino  Geraldi:  Fishermans  Wharf 


1,000  rooms 
405  rooms 
600  rooms 
600  rooms 


1 . Vacancy  Trends  in  Hotels 


Table  14  on  page  32  shows  an  increase  of  occupancy 
in  Class  "B",  "C'%  "D",  and  "E"  hotels  in  1956  and 
1957.  The  occupancy  is  holding  at  about  the  same 
level  of  1955  for  Class  "A"  hotels,  although  a de- 
crease from  78  percent  in  1955  to  72.7  percent  in 
1957  is  noted  in  the  category  of  Class  "B"  hotels. 
This  decline  in  Class  "B"  hotel  occupancy  is  with- 
out a doubt  largely  attributable  to  the  number  of 
motel  units  which  have  been  added  to  the  inventory. 
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Date 

Average  Occupancy 

(A 

A 

Class  A* 
Hotels 

Class  B * 
Hotels 

Class 

B,C,D,E** 

Hotels 

Class 

B and  C ** 
Hotels 

Class  D** 
Hotels 

va 

W: 

1951 

84% 

81% 

79% 

84% 

75% 

(S 

1952 

85% 

80% 

80% 

80% 

75% 

11, 

1953 

83% 

79% 

77% 

79% 

75% 

1954 

83% 

77% 

71% 

73% 

72% 

1955 

85% 

78% 

71% 

74% 

68% 

(1 

1956 

85% 

76% 

74% 

73% 

76% 

Va 

H, 

1957 

85% 

73% 

77% 

75% 

83% 

*SOURCE:  Harris,  Kerr,  Forster  & Co . 

* *SOURCE:  San  Francisco  Hotel  Assocation. 
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Table  15  below  shows  1956  hotel  occupancy  in  San 
Francisco  at  82  percent.  This  is  the  same  as  for  New 
York  and  contrasts  probably  with  77  percent  for 
Chicago  and  71  percent  as  the  national  average. 


TABLE  15  TRENDS  IN  HOTEL  OCCUPANCY 


1953 

1954 

1955 

1956 

San  Francisco 

82% 

81% 

82% 

82% 

New  York 

79% 

80% 

80% 

82% 

Chicago 

73% 

78% 

79% 

77% 

Nationwide  Average 

72% 

73% 

73% 

71% 

SOURCE:  Harris- Kerr-Forster  and  Company. 


2.  Conclusion 


While  motels  occupy  a considerable  amount  of 
land  in  relation  to  the  number  of  rooms,  the 
lower  construction  cost  of  this  type  of  structure 
compensates  to  make  this  use  type  economically 
possible,  even  in  relatively  high  land  cost  areas. 

It  is  recommended  that  an  appropriate  area  within 
Redevelopment  Area  UE"  be  considered  for  a first 
class  motel-hotel  of  two  to  three  stories,  contain- 
ing 250  to  300  rooms,  with  restaurant,  cocktail 
lounges,  meeting  rooms,  and  similar  amenities  . 
Such  an  establishment  would  provide  excellent 
headquarters  for  business  people  visiting  in 
Golden  Gateway  Project  as  well  as  to  the  World 
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Trade  Center.  With  the  site's  strategic  location  with 
relation  to  the  region's  freeway  system,  the  amuse- 
ment area,  the  shopping  district  and  the  ocean  travel 
facilities,  a better  class  motel  here  should  also  draw 
a considerable  amount  of  tourist  trade. 

A logical  location  for  such  a motel  would  be  in  the 
north  section  of  the  project  on  blocks  167  and  168 
where  the  preliminary  Skidmore,  Owings  and  Merrill 
plan  showed  light  industry,  which  we  understand  has 
now  been  eliminated. 

This  motor  hotel  would  face  info  the  project  toward  the 
southland  parking  could  be  provided  toward  the  rear 
forming  a buffer  toward  existing  industrial  uses,  with 
additional  parking  as  required  toward  the  south  to  ac- 
commodate hotel  guests  as  well  as  restaurant  patrons, 
visitors,  etc. 

C.  Marketability  of  Land  for  Residential  Use 
1 . Vacancy  Trends 


Unfortunately,  no  source  maintains  a continuous 
series  of  data  on  all  residential  vacancies  in  the 
Bay  Area.  However,  good  indications  of  trends 
were  obtained  from  recent  studies  and  were  supple- 
mented by  interviews  with  informed  sources. 

The  Federal  Housing  Administration  conducts  an 
excellent  annual  study  of  occupancy  of  its  insured 
rental  housing,  which  by  the  nature  of  the  units 
involved  are  indicative  of  the  situation  for  apart- 
ments in  the  area  being  studied.  As  excerpted 
from  the  third  quarter,  1957,  report  of  the  Bay  Area 
Real  Estate  Research  Committee.  Table  16  on  page 
35  indicates  that  on  the  basis  of  the  Federal  Housing 
Administration's  latest  figures  the  rental  housing 
situation  was  considerably  tighter,  dropping  to  1 . 1 
percent  throughout  the  Bay  Area.  If  is  especially 
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TABLE  16  VACANCY  INDICES  IN  SIX  COUNTY  SAN  FRANCISCO  BAY  AREA 

FHA  INSURED  MULTIPLE  HOUSING  PROJECTS 
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significant  that  for  San  Francisco  alone  the  March 
31,  1957,  vacancy  rate  was  only  0.6  percent, 
dropping  from  5.3  percent  in  1955. 

Interviews  with  major  apartment-development 
managers  and  representatives  of  the  management 
profession  indicate  a current  continuation  of  very 
low  vacancy  rates.  Mr.  Joseph  A.  Brown,  President 
of  Apartment  House  Industry  of  San  Francisco  (with 
a membership  of  1,500  representing  4,000  to  6,000 
apartment  buildings),  stated  that  vacancies  in  the 
better  type  apartments  on  Russian  and  Nob  Hills  were 
virtually  nonexistent.  Although  lacking  an  over-all 
survey,  he  estimated  the  general  vacancy  at  a low 
ratio  of  3 percent,  which  would  reflect  conditions 
in  some  less  desirable  units.  While  turnover  had 
accelerated  in  the  past  three  months,  managers  had 
no  difficulty  in  filling  the  vacated  units.  He  noted 
a movement  to  the  city  (spurred  by  transportation 
costs  and  parking),  and  he  felt  there  is  a constant 
demand  for  some  1,500  units  in  downtown  San  Fran- 
cisco with  rents  from  $100  to  $125  greatest  in  demand. 

Especially  pertinent  to  the  demand  for  units  in  better 
class  large-scale  developments  in  Area  "E"  are  the 
reports  given  us  by  management  of  the  two  most  com- 
parable apartment  groups.  Park  Merced  is  now  99 
percent  occupied  and  Stonestown  reports  100  percent 
filled . 

In  Park  Merced  where  there  are  3,483  apartments  about 
evenly  divided  between  garden  and  tower  types,  the  man- 
ager, Mr.  Wayne  Beckwith,  stated  that  there  had  been  no 
noticeable  change  in  the  number  of  apartment-seekers  since 
1956.  The  rentals  range  from  $100  to  $130  for  the  one- 
bedroom  units,  $120  to  $170  for  the  two-bedroom  size. 

They  had  535  families  on  retirement  status,  indicating  a 
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strong  demand  from  this  source.  He  also  reported  that 
some  tenants  had  left  Park  Merced  to  buy  their  own  homes, 
but  had  later  disposed  of  their  homes  and  re-rented  in  the 
project. 

In  Stonestown,  under  FHA  rental  schedule,  the  rental 
ranges  were  reported  as  follows: 

One  Bedroom  - $ 97,50  to  $1 15,50 
Two  Bedroom  - 118,50  to  132^0 
Three  Bedroom  - 132,50  to  175,00 

These  rentals  include  electricity,  gas  and  carport.  It  was 
reported  that  the  1957  turnover  was  about  12  percent,  the 
highest  since  the  project  was  built,  but  that  vacancies  were 
filled  as  they  occurred, 

Mr,  Lloyd  D„  Hanford,  Realtor  and  manager  of  a large  num- 
ber of  better-class,  close-in  apartments,  also  estimated  that 
current  vacancy  was  at  lowest  levels.  He  felt  that  between 
1,500  and  2,000  apartments  could  be  absorbed  in  the  Golden 
Gateway  project,  the  demand  coming  from  families  upgrading 
their  accommodations,  from  well-to-do  commuters  desiring 
secondary  quarters  in  town,  and  from  single  persons  and 
couples  wanting  apartments  near  work.  Based  on  his  experi- 
ence, Mr,  Hanford  felt  rentals  starting  with  $100  for  effi- 
ciency units,  $175  for  one  bedroom  (without  dining  room), 
$225  for  one  bedroom  with  dining  room,  and  $285  for  two 
bedrooms  with  two  baths. 

In  summary,  from  available  evidence  it  is  concluded  that 
vacancies  among  broadly-comparable  accommodations  are 
at  low  levels,  and  that  operation  of  the  market  on  existing 
quarters  would  support  a strong  demand  for  apartment  dwell- 
ings in  Area  "E". 

2,  Apartment  House  Construction 

The  continuously  declining  vacancy  rate  and  the  healthy 
demand  described  above  have  been  maintained  despite  a 
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heavy  increase  in  the  inventory  through  new  construction 
of  rental  units. 

As  seen  in  Table  5,  some  6,  200  units  in  structures  for  two 
or  more  families  were  authorized  by  building  permits  in  the 
seven  Bay  Area  counties  in  1956.  In  1957,  there  were 
10,401  units  so-authorized,  approaching  twice  the  number 
for  any  of  the  last  seven  years.  The  ratio  of  multiple  units 
to  all  residential  construction  was  also  the  highest  for  recent 
periods, 

3,  Total  Residential  Construction  and  Housing  Needs 


Table  5 also  shows  that  a total  of  30,943  units  of  all  types 
were  authorized  in  the  seven  county  Bay  Area  in  1956  and 
30,379  in  1957,  adding  61,322  units  to  the  estimated  Janu- 
ary, 1956,  inventory  of  1 ,019,000  dwellings.  The  new 
total  would  thus  be  approximately  1,080,000  dwellings. 
During  the  same  period,  the  population  in  the  seven  coun- 
ties increased  to  an  estimated  3,158,200  persons. 

Significant  to  the  housing  demand  picture,  Table  1 shows 
an  increase  in  civilian  employment  in  the  Bay  from 
1, 159,800  in  January,  1956,  to  1,227,900  in  January, 
1958,  Applying  the  new  inventory  of  housing  (1,080,000 
units)  to  the  current  employment,  the  ratio  of  employed- 
workers  per  unit  is  1,14  — the  same  as  in  our  earlier  re- 
port » 

From  the  foregoing  it  would  appear  that  since  our  original 
study,  housing  production  has  about  kept  up  with  needs  of 
expanding  employment,  leaving  the  same  cushion  of  the 
net  unsatisfied  demand  for  28,000  units, 

4,  Absorpvio.i  or  uppl;/ 

The  foregoing  data  indicates  that  not  only  has  the  new  con- 
struction of  rental  units  been  absorbed,  but  the  vacancy 
factor  has  been  materially  reduced  — particularly  so  in 
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the  better  class  of  apartment and  there  is  every 

indication  that  the  market  has  strengthened  materially 
since  early  1956,  when  the  original  report  was  made. 

5.  The  Demand  for  Housing  in  Redevelopment  Area  "E" 

When  the  original  report  was  prepared,  an  extensive 
survey  was  conducted  with  employees  of  firms  located 
within  one  mile  of  Area  "E".  From  numerous  interviews 
and  observations  made  during  the  field  studies  pursuant 
to  the  present  study,  there  is  every  indication  that  the 
attitudes  and  conditions  revealed  in  the  original  report 
remain  unchanged. 

There  have  been  increases  in  wages  and  transportation 
costs  since  1955,  and  it  is  reasonable  to  assume  that 
the  market  will  accept  somewhat  higher  rentals  than 
those  which  appeared  to  be  proper  at  the  time  of  the 
original  report. 

The  Skidmore,  Owings  & Merrill  suggested  plan  shows 
five  21-story  apartment  buildings,  each  with  320  units 
located  on  the  four  blocks  between  Battery  and  Front, 
and  between  Washington  and  Jackson,  with  integral 
parking  for  the  east  and  west  buildings  and  adjacent 
parking  to  the  north  of  the  center  group  of  three  apart- 
ments . 

We  would  not  hesitate  to  recommend  the  construction 
of  1,600  apartment  units  in  five  buildings,  built  over 
a period  of  five  years,  and  in  the  general  locations 
shown  in  the  Skidmore,  Owings  & Merrill  Plan. 

6.  Recommended  Residential  Construction  Program 


The  past  two  years  have  revealed  new  facts  with 
respect  to  the  market  demand  for  multi-family 
dwelling  units,  particularly  with  respect  to  the  increased 
demand  for  larger  and  more  completely  appointed 
apartments . 

Also,  since  these  apartments  will  possibly  be  financied  with 
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FHA  mortgage  insurance  under  Section  220  of  the  Housing 
Act,  and  since  one  upper  limit  of  mortgage  amount  which 
FHA  will  insure  is  based  upon  room  count,  if  is  well  to 
have  as  large  a distribution  of  larger  apartments  as  it  is 
evident  that  the  market  will  absorb.  On  the  assumption 
that  one  building  is  submitted  as  a separate  project  at  a 
time,  it  would  follow  that  both  large  and  small  apartments 
would  have  to  be  planned  for  each  building,  in  order  to 
result  in  an  FHA  commitment  which  would  be  considered 
acceptable. 

The  recommended  rental  schedule  of  our  original  report 
was  based  upon  the  results  of  the  intensive  survey  con- 
ducted with  employees  of  firms  located  within  one  mile 
of  the  area.  The  attitudes  reflected  by  the  respondents 
are  related  in  that  report.  The  median  income  of  the 
"interested"  group  was  $6,173. 

It  was  then  estimated  that  the  effective  market  was  ap- 
proximately 7,500  units.  This  would  now  increase  by 
approximately  three  percent  by  virtue  of  the  increase  in 
labor  force  to  a total  of  about  7,700  units. 

It  is  anticipated  that  the  high  quality  of  development 
contemplated  by  the  Skidmore,  Owings  & Merrill  study 
will  attract  many  additional  families  to  the  area  because 
of  its  prestige  and  amenities,  and  in  view  of  the  increased 
demand  for  higher-priced  apartments  observable  since  our 
previous  study,  we  have  revised  our  schedule  of  apartment 
rental  demand  as  follows  on  Table  17. 
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TABLE  17  APARTMENT  RENTAL  DEMAND  SCHEDULE 


Average  Gross 

Apartment  Type  Room  Count  No.  Apts.  Average  Rental Annual  Income 


Efficiency 

2 1/2 

200 

$ 140 

$ 336,000 

One  Bedroom 

3 1/2 

200 

155 

372,000 

One  Bedroom 

4 

720 

164 

1,416,960 

Two  Bedroom 

4 1/2 

240 

180 

518,400 

Two  Bedroom 

5 

160 

228 

437,760 

Three  Bedroom 

6 

80 

275 

264,000 

TOTAL 

$3,345,120 

The  apartment  size  distribution  in  this  schedule  has  been 
influenced  by  certain  FHA  regulations,  with  respect  to 
mortgage  insurance  under  Section  220,  as  follows: 

(a)  A maximum  of  20  percent  of  units  can  be  effi- 
ciency type. 

(b)  When  the  average  number  of  rooms  per  apartment 

is  four  or  more,  one  of  the  upper  limits  of  mortgage 
is  $2,700  per  room,  whereas  if  the  average  number 
of  rooms  per  apartment  is  less  than  four,  the  mort- 
gage is  limited  to  $8,400  per  apartment.  If  the 
project  is  to  be  developed  under  FHA  financing, 
this  would  reduce  the  mortgage  amount  consider- 
ably. 

6.  Auxiliary  Commercial  Development 

We  would  still  recommend  a net  retail  sales  area  of  approx- 
imately 22,000  square  feet.  This  could  be  located  as  an 
integral  part  of  one  of  the  central  apartment  buildings. 
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Since  a comprehensive  parking  plan  has  been  prepared  in 
conjunction  with  the  project  as  a whole,  it  is  considered 
that  sufficient  parking  has  been  provided  for  with  respect 
to  the  retail  sales  area. 


7.  Gross  Area  Requirements 

The  Skidmore,  Owings  & Merrill  Plan  provides  for  a 
residential  area  of  15  acres,  with  a coverage  of  14  per- 
cent  and  density  of  107  dwelling  units  per  acre. 


Since  the  buildings  are  planned  to  be  22  stories  in  height, 
thus  reducing  the  coverage,  and  providing  sufficient  space 
between  buildings,  we  consider  this  acceptable. 

D.  Marketability  for  Parking 


Since  submission  of  our  original  report,  two  very  comprehensive 
parking  studies  have  been  made.  One  prepared  by  the  Parking 
Authority  of  the  City  and  County  of  San  Francisco  deals  with  the 
parking  situation  in  general,  and  includes  downtown  as  well  as 
fringe  areas.  The  second  study  was  prepared  by  the  Bureau  of 
Engineering,  Department  of  Public  Works^  City  and  County  of 
San  Francisco,  dated  January,  1958,  and  deals  with  proposed 
parking  garages  in  Redevelopment  Area  "E"„ 


This  report  recommends  the  construction  of  a three-level  garage, 
and  subsequently  a ten-level  garage,  as  needs  dictate  in  accord- 
ance with  the  Skidmore,  Owings  & Merrill  Plan.  The  research 
was  of  a high  order,  and  we  concur  with  the  recommendations 
made  in  this  report. 


The  Skidmore,  Owings  & Merrill  Plan  includes  adequate  parking 
for  the  apartment  house  area, 

E , Marketability  of  Land  for  Park  Use 

The  Skidmore,  Owings  & Merrill  Plan  provides  for  park  area  in 
the  general  area  recommended  in  our  original  report,  and  includes 
19.5  acres  for  public  open  spaces,  including  a four-acre  Ferry 


I 

I 
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Park  and  a two-acre  recreational  park  adjacent  to  the  residential 
area;  land  for  the  large  parking  structures  between  Clay  and 
Washington  Streets;  and  land  for  the  Clay  Washington  freeway  ramps . 

F „ Marketability  of  Land  for  Other  Uses 


In  the  previous  report,  an  airlines  terminal  was  recommended  for 
construction  within  the  project  area.  Since  such  a facility  is  al- 
ready under  construction  elsewhere  in  the  city,  this  type  of  instal- 
lation must  be  eliminated  from  further  consideration  . However,  it 
is  entirely  conceivable  that  the  airlines  would  look  favorably  upon 
this  area  as  a pick-up  point  which  would  be  immediately  accessible 
to  the  freeway,  and  would  obviate  the  need  for  going  through  city 
traffic  to  reach  the  airport  . This  could  perhaps  be  in  connection 
with  the  heliport  which  has  been  tentatively  planned  in  the  harbor 
just  off  the  docks  near  the  Ferry  Building,  or  it  might  be  located 
in  one  of  the  proposed  office  buildings  in  the  Project  Area  where 
it  would  serve  the  entire  financial  district. 

That  portion  of  the  project  bounded  by  Pacific,  Broadway,  Embar- 
cadero  and  Front  Streets  which  was  shown  as  Light  Industrial  in  the 
Skidmore,  Owings  & Merrill  Plan  has  now  been  eliminated  as  in- 
dustrial . There  was  some  discussion  about  the  possibility  of  extend- 
ing the  apartment  house  area  into  these  blocks.  However,  in  view 
of  the  necessity  of  up-grading  the  rental  schedule  for  economic  rea- 
sons, we  advise  against  this,  and  instead  designate  that  area  for 
Motor  Hotel  use,  as  previously  stated  on  page  33  of  this  report. 


VI,  DEVELOPMENT  OF  A MARKETING  PROGRAM 

Our  original  report  was  prepared  of  necessity  in  the  absence  of  even  a general- 
ized physical  plan  for  the  redevelopment  area. 

It  is  satisfying  to  note  that  the  Skidmore,  Owings  & Merrill  preliminary  plan 
coincides  closely  with  our  original  report.  The  Skidmore,  Owings  & Merrill 
Plan  was  prepared  before  the  decision  was  made  to  defer  that  portion  of  the 
area  located  to  the  west  of  Battery  Street,  and  included  2,300,000  net  square 
feet  of  office  space.  We  do  not  doubt  that  ultimately  this  much  space  will  be 
required.  However,  in  our  present  projection,  which  extends  fora  period  of 
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five  years  beyond  July,  1961,  we  feel  that  consideration  of  net  office  space 
of  1,250,000  square  feet  should  be  the  appropriate  amount  for  this  phase  of 
the  redevelopment  program.  However,  as  the  second  phase  gets  under  way, 
those  blocks  west  of  Battery  would  be  appropriate  for  additional  office  space, 
connecting  the  existing  financial  district  with  Area  "E". 

After  omitting  block  3715  south  of  Mission  and  blocks  207,  228  and  229  west 
of  Battery,  there  remains  a net  area  of  office  space  of  1,219,500  square  feet 
according  to  the  Skidmore,  Owings  & Merrill  Plan.  This  would  be  an  appro- 
priate amount  for  the  first  phase  of  the  program. 


V||.  CONCLUSIONS  AND  RECOMMENDATIONS 


Our  revised  recommendations  and  findings  have  been  set  forth  in  preceding 
sections  of  this  up-dated  report.  It  is  still  our  opinion  that  a considerable 
market  exists  for  this  land,  and  that  it  should  find  a ready  sale. 

We  concur  with  the  Skidmore,  Owings  & Merrill  preliminary  plan,  after 
omission  of  blocks  3715,  207,  228  and  229  from  the  first  phase  of  their  re- 
development program,  leaving  a net  area  of  office  space  of  1,219,500  square 
feet . 

We  concur  with  the  omission  of  light  industry  from  the  redevelopment  program 
of  Area  "E",  and  recommend  instead  the  development  of  a two-  or  three-story 
Motor  Hotel,  with  200  to  300  rooms,  restaurant,  cocktail  lounge,  meeting 
rooms  and  first  class  hotel  service,  facing  the  interior  of  the  project,  with 
adequate  parking  for  guests  and  patrons  at  the  rear. 

We  concur  with  the  Skidmore,  Owings  & Merrill  Plan  for  development  of 
1,600  apartments  in  five  22-story  buildings.  However,  we  recommend  that 
our  schedule  of  apartment  sizes  should  be  given  consideration,  since  this  has 
been  prepared  with  FHA  requirements  for  Section  220  In  mind. 

We  Concur  with  the  report  on  proposed  parking  garages  for  Redevelopment 
Area  "E",  dated  January,  1958,  and  prepared  by  the  Bureau  of  Engineering, 
Department  of  Public  Works,  City  and  County  of  San  Francisco,  for  the  Park- 
ing Authority. 
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We  feel  that  provision  should  be  made  for  22,000  square  feet  of  net  retail 
sales  area.  Since  this  sales  space  has  to  be  in  one  locality,  strategically 
located  within  the  project,  it  will  have  to  be  provided  at  such  time  when  the 
development  stage  reaches  such  location.  When  this  installation  is  first  made, 
it  may  have  to  be  limited  to  the  market  and  drugstore,  representing  about  half 
the  ultimate  area.  Since  the  entire  space  will  most  likely  have  to  be  built  at 
one  time,  the  balance  of  the  space  could  be  leased  on  a temporary  basis  for 
some  other  use  until  the  population  within  the  project  would  warrant  comple- 
tion of  the  entire  retail  installation. 

We  recommend  that  provision  be  made  for  a small  multi-purpose  theater-meeting 
hall  of  about  25,000  square  feet  and  300-seat  capacity.  This  could  be  used  for 
showing  of  films,  plays,  concerts,  lectures,  expositions,  etc. 


Other  installations  could  be  provided  within  the  various  commercial  buildings, 
such  as  private  clubs,  professional  societies,  exhibit  halls,  library,  post  office, 
ticket  agencies,  air-line  secondary  depot,  restaurants,  etc. 


Regardless  of  the  current  decline  of  the  national  economic  barometer,  we  con- 
tinue to  be  impressed  with  the  dynamic  quality  of  the  Bay  Area,  with  the  func- 
tional importance  of  downtown  San  Francisco  in  the  whole  complex  of  the  western 
states,  and  with  the  certainty  of  its  continued  sound  growth. 

As  a consequence,  if  Redevelopment  Area  "E"  did  not  exist,  it  would  have  to  be 

invented.  It  is  essential  to  the  orderly  planned  growth  of  the  central  city to 

the  ultimate  stature  of  the  Bay  Area. 


The  site  is  unique  in  its  prominent  location,  efficient  in  its  functional  position, 
logicaJ  in  its  ultimate  development  and  brilliant  in  its  design  conception. 
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The  economic  factors  we  have  described  bear  out  the  original  judgment 
and  the  vision  of  the  Planning  Commission,  the  Redevelopment  Agency 
and  the  civic  groups  who  have  conceived  and  supported  the  plan.,  We 
confidently  look  forward  to  the  development  of  your  program,  and  stand 
ready  to  be  of  assistance  as  our  services  are  required . 

Respectfully  submitted, 

WESTERN  REAL  ESTATE  RESEARCH  CORPORATION 


by 

Vice-President 


Robert  B Filley 


